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more the tax relief benefits poor persons as compared with rich.
§ 16. Attention has now to be called to a very important
consideration of a general character. Where one country has
trading relations with the rest of the world expenditure in it does
not necessarily generate, as in an isolated community it must do,
equivalent incomes at home. If the one country undertakes
an expansionist policy leading to improved employment, its
people are sure to want to buy more imported goods. This
reaction is likely to be specially important for England, whose
dependence on foreign trade is exceptionally large. If foreign
countries are also undertaking expansionist policies at the
.same time, this will lead to their wanting to buy more im-
ported goods also ; so that the relation between imports and
exports of the one country — say England — need not be
disturbed. But, if England undertakes an expansionist policy
and other countries do not, the stimulus to our imports will
not be offset by a corresponding stimulus to our exports.
If and for so long as foreigners are prepared to buy securities
from us to fill the gap, this does not, for the time being, matter.
But it is not likely that the whole of the gap can, or at all
events will, be filled in this way. Consequently, some expendi-
ture which would otherwise have constituted home outlay will
be absorbed in creating passive balances held here by foreigners;
and a continuing downward drag on our home outlay income
is set up. This tendency may be offset, if no overt action is
taken, by a fall in the exchange rate between our money and
foreign money, which will encourage exports and discourage
imports; or it may be corrected by State action designed
to increase exports, e.g. through export bounties, or to check
imports, e.g. through tariffs or quotas. But, so far as it is
not offset or corrected, its existence entails that, in order to
bring about a given expansion in aggregate money outlay,
the expansion in government outlay on investment or on
transfers to poor persons, whether financed out of loans or
out of taxes, will have to be larger than would have been
necessary otherwise. Indeed, if the offsetting influence of a
drop in the exchange rate is barred by the rules of an inter-
national gold standard, it may in some circumstances be
beyond the power of a government, by any practicable ex-
pansion of its expenditure, to secure a significant increase in
aggregate money outlay at home.

